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On November 13, the Government of Japan purchased 


£13 million sterling (US$36 million) from the Inter- 
national Monetary Fund. This is Japan’s second purchase 
of currency from the Fund, a purchase of £5 million 


international Rubber Stuce; Group 


The management committee of the International Rubber 
Study Group has reported that, since they last met in 
Copenhagen in May, there has been no change of views 
of the participating countries on the desirability of a 
buffer stock agreement. The price of natural rubber has 
fallen during the last six months by 6d., to 16d. per 
pound, a price which is unprofitable to many growers. 
The United States and some other consuming countries 
are, however, still opposed to a buffer stock agreement. 
Source: The Economist, London, England, November 7, 


1953. 


North Atlantic Freight Conference 


With the signing of a new North Atlantic Westbound 
Freight Conference agreement by eight shipping lines, 
it is proposed that the new Conference renew operations 
on January 1, 1954, and stabilize freight rates from 
Belgium, the Netherlands, and Western Germany to the 
eastern U.S. seaboard from Portland (Maine) to Norfolk 
(Virginia). The former freight Conference for these 
routes broke up on January 1, 1953, and since then a 
“freight war” with unbridled competition has been going 
on (see this News Survey, Vol. V, p. 293). 

The inclusion of two German shipping lines in the 
new Conference seems to provide a more stable basis for 
the operations of the Conference. At the time the freight 
war started, it was understood that competition from 
these German lines, which were then “outsiders,” had 
caused the breakdown of the old Conference. 

Rotterdam shipping agents have expressed the opinion 
that the new freight rates, although higher than the cur- 
rent abnormally low rates, will not reach the level that 
existed under the old Conference, because “there are too 
many shipping companies and therefore too much ship- 
ping capacity for the volume of cargo available.” 

Source: A.N.P.-Aneta News Bulletin, New York, N. Y., 
November 5, 1953. 
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sterling having been made in September (see this News 
Survey, Vol. V, p. 91). 


Source: International Monetary Fund, Press Release 


No. 215, Washington, D. C., November 13, 1953. 





Europe 
Sterling Area Reserves 


The gold and dollar reserves of the sterling area rose 
by $34 million in October, to $2,520 million. This is the 
first time since November 1951 that the reserves have 
exceeded $2,500 million. The gain since the beginning 
of the year is $674 million. Receipts of U.S. aid ac- 
counted for $13 million of the increase in October, and 
$6 million was received from EPU in settlement of the 
September surplus. 


The U.K. account in EPU in October showed a deficit 
of £10.8 million and will call for a gold payment of 
approximately $15 million by the United Kingdom. If 
it had not been for the September payment by France of 
an annual installment on the 1946 U.K. loan, the United 
Kingdom would have had a deficit with EPU every month 
in the second half of this year. Moreover, the United 
Kingdom has just announced a further liberalization of 
trade with Europe (see following note). However, since 
sterling area seasonal factors are usually favorable in the 
last quarter of the year, it is believed in official circles 
that the present steady rise in reserves is likely to continue. 

The causes of sterling area reserve movements in 1953 
are indicated by the following tabulation: 


[st qtr. 2ndqtr. 38rdqtr. Sept. Oct. 


(monthly averages, million U.S. dollars) 
Gold settlement 





with EPU + 32 +14 — 6 —15 + 6 
U.S. aid + 35 +20 +28 +28 +13 
Other gold and 

dollar move- 

ments ...... + 39 +33 +18 +4 +15 
Change in 

reserves +106 +67 +40 +17 +34 
Reserves at end 

of period .... 2,166 2,367 2,486 2,486 2,520 


Source: The Financial Times, London, England, Novem- 
ber 5, 1953. 
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Relaxation of U.K. Import Restrictions 


Details of the liberalization of U.K. imports from 
OEEC countries, foreshadowed last month by the Chancel- 
lor of the Exchequer (see this News Survey, Vol. VI, 
p. 149), have now been announced. Most of the products 
that can be imported freely from OEEC members under 
open general license had already been freed from quota 
restrictions before November 1951. They include most 
canned meat and other food products, household goods 
and hardware, and a variety of textile goods and clothing. 
New additions to the goods in this category include tea, 
molasses, decorated pottery, some machinery, and gas 
Goods 
which continue to be imported under quotas include socks 
and stockings, toys and games, many musical instru- 
ments and gramophone records, canned fish, and bottled 
or.canned vegetables. The quotas for some of these com- 
modities have been increased from the 1953 level; none 
of the present quotas has been decreased. 


Source: The Times, London, England, November 13, 1953. 


and electrical cooking and heating apparatus. 


Termination of U.K. Control of Softwood 

The Timber (Control) (Revocation) Order 1953, re- 
cently issued in the United Kingdom, brings to an end all 
restrictions on the acquisition, supply, and use of soft- 
wood, and it is estimated that timber users will thereby 
be relieved of the necessity of completing some 500,000 
forms a year. Since commercial stocks of softwood are 
now at a record level for the postwar period, it is not 
expected that the abolition of consumption licensing will 
lead to any appreciable increase in imports in 1954, 
although it is believed that consumption is likely to rise 
by 10 per cent. The main sources of softwood imports 
are Finland, Sweden, Canada, and the U.S.S.R. Between 
a third and a half of the softwood is used in housebuild- 
ing, and about a quarter is used for export packings. 
The Government therefore believes that the relaxation of 
controls will increase productivity over a wide field. 

The new order also frees the few “scheduled” (dollar) 


hardwoods from consumption licensing, though their im- 
port will continue to be restricted; most other hardwoods 
had already been freed from consumption licensing. The 


Board of Trade is also removing the previously imposed 
limits on imports of hardwood from non-dollar, non- 
sterling sources. 


Source: The Times, London, England, November 13, 1953. 


Unemployment in France 

Recent statistics on employment in France show that the 
number of “unemployed receiving relief” was 54,000 on 
September 1, against 75,000 in March, when unemploy- 
ment was at its peak. The number of unfilled applica- 
tions for work fell from 216,700 on March 1 to 145,600 
in September. While a number of workers had to work 
less than 40 hours a week, the proportion of those having 


to work only part of the week has diminished greatly, 
The number of workers receiving “compensatory relief” 
for partial unemployment fell from the peak of 160,900 
in August 1952 to 97,000 in April 1953 and 36,600 in 
July 1953. The last complete figures available, those for 
July, show that a certain amount of the improvement was 
concentrated in consumer goods sectors: the average 
working time increased by 9 per cent in the textile in. 
dustry, 7 per cent in paper, and 1 to 2 per cent in a 
number of other industries; there was a decline of 1 to 2 
per cent in the engineering and mining industries. 


Source: Bulletin Mensuel de la Statistique Générale de la 
France, Paris, France, September 1953. 


Danish Exports to United Kingdom 


Danish trade circles estimate that the U.K. liberaliza. 
tion of import restrictions on private imports from mem. 
bers of the OEEC, which has been announced recently 
(see above), may mean an increase in Danish exports 
to the extent of several hundred million Danish kroner. 
The main products involved will be canned meat (exports 
of which declined by about 80 per cent after the increase 
in U.K. restrictions in late 1951 and early 1952), certain 
manufactured wood products, refrigerators and washing 
machines, silver, and china. 


Source: Politiken (Weekly Overseas Edition), Copen- 
hagen, Denmark, November 8-14, 1953. 


Finnish Economic Situation 


While no major disturbance has upset the course of 
Finland’s economic activity in recent months, the eco- 
nomic machinery is not running at full capacity, and a 
fairly large amount of unemployment is expected in the 
coming winter. Activity in the woodworking industry is 
especially low, particularly the manufacture of chemical 
woodpulp, whose 1953 output is estimated at only 62 per 
cent of capacity. Demand for Finnish export goods is 
satisfactory in the world market, and recently it has 
even shown signs of improving. However, the increase 
in demand has not yet affected prices to any appreciable 
extent. Only for chemical woodpulp has there been a 
slight upward movement. 


The level of economic activity has been higher than 
expected early in the year. From the beginning of 1953 
to the end of August the index of industrial production 
was almost the same as in 1952, and for the last couple 
of months it has been higher than in the corresponding 
months of last year. Exports have increased so far as to 
create an export surplus. 

The balance of payments on goods and services will 
undoubtedly show a surplus for 1953, although not large 
enough to offset the 1952 deficit. This year’s expected 
surplus has been brought about by means of the rigorous 
import restrictions enforced since the spring of 1952 
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without regard to actual needs. The restrictions on im- 
ports have hampered the supply of raw materials for 
domestic industries, and also reduced competition in the 
home markets. 


The prospects for exports in 1954 are not bright. For 
woodpulp and paper it will not be possible to draw on 
stocks, as was done this year, and the outlook for produc- 
tion is unfavorable, because of the problem of high costs. 
Recently, prices of paper and cellulose have been fairly 
stable, but it still seems obvious that some marginal 
producers will be faced with the necessity of cutting pro- 
duction. Attempts to formulate a general program for 
reducing costs have failed so far though, as a result 
of money market stringency, certain cost items have 
gradually moved downward. The 1954 budget proposal, 
introduced in September, includes considerable tax relief 
for industry. 


Unemployment will be aggravated in late 1953, as it 
was in 1952, by unfavorable foreign trade conditions; 
this fall, unemployment began to increase somewhat 
earlier than last year, and by the middle of October there 
were 10,300 unemployed. 

The reduction in economic activity has already had 
some contractionary effect on government revenue, but 
expenditure has not been cut. In order to meet its pay- 
ments, the Government was forced to increase its short- 
term debt. Since the revision of the Bank of Finland’s 
regulations had lowered the ceiling of Treasury credit 
from the central bank, the Government had to turn to 
the commercial banks for assistance. The Treasury’s 
cash position eased slightly during September, and it has 
not been necessary to draw to the full extent (Fmk 25 bil- 
lion) on its credit accommodation with the Bank of 


Finland. The Treasury’s debt to the commercial banks is 


about Fmk 4 billion. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, September-October 1953. 


Swiss Capital Exports 

The decline in the relative importance of long-term 
loans in Switzerland’s capital exports, in comparison with 
short- and medium-term bank credit, which began in the 
interwar period, has in recent years gone still further. 
Long-term loans, the total of which averaged Sw fr 170 
million per annum in the period 1924-38, fell to Sw fr 100 
million per annum in the period 1946-September 1953. 
For the latter period bank credit was nearly twice the 
volume of long-term loans. 

The Swiss Government has also granted a considerable 
volume of credit to other countries in connection with 
the payments agreements and other arrangements made 
to prevent the contraction of trade in strictly bilateral 
channels. The total outstanding credit of this kind, which 
was Sw fr 864 million at the end of 1944, had increased 
to Sw fr 1,275 million by the end of 1952 and to 


Sw fr 1,700 million by the end of September 1953. The 
amount of credit granted since 1944 was, however, greater 
than these figures would suggest, for the total is recorded 
after allowing for the writing off of German and Italian 
clearing balances in 1949, and of losses arising from the 
devaluation of sterling in 1950; in all, Sw fr 464 million 
has been written off on these accounts. The Swiss Govern- 
ment has also guaranteed in various ways a substantial 
fraction of the private credit granted to foreign countries. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


October 18, 1953. 


Trade Agreement Between Italy and U.S.S.R. 


An agreement setting the quotas of goods to be ex- 
changed between Italy and the U.S.S.R. during a period 
of 12 months was signed on October 27. Russian exports 
to Italy will include wheat, crude oil, chrome and man- 
ganese ores, timber, and fur hides. The major Italian 
exports will be oranges and lemons, almonds, artificial 
fibers, textiles, textile machinery, and food. A separate, 
long-term agreement provides that Italy will supply the 
U.S.S.R. with various kinds of merchant ships (cargo 
ships, tugs, etc.), cranes, and equipment for thermo- 
electric plants. Compared with the preceding agreement, 
the major increases are in Italian imports of chrome 
ores and fur hides, and in Italian exports of industrial 
machinery. Transactions will still be carried out on a 
general clearing basis only. No private compensation or 
barter deal will be accepted. 

In the first seven months of the current year, Italian 
imports from the U.S.S.R. totaled about 3 billion lire 
(around US$5 million), against almost 12 billion during 
the corresponding period of 1952, with wheat and crude 
oil accounting for almost 90 per cent of this year’s total. 
Italian exports reached 4.8 billion lire, against 6.8 billion 
in the first seven months of last year, with citrus fruit, 
artificial fibers, and woolen goods accounting for almost 
50 per cent of the total; next in importance were essential 
oils, industrial machinery, and ball bearings. As a con- 
sequence, the Italian balance of trade with the U.S.S.R., 
which in the first seven months of 1952 had shown a 
deficit of over 5 billion lire, showed a surplus of about 
1.8 billion in the corresponding period of the current 
year. The deficit recorded in 1952, however, followed 
steady Italian surpluses in trade with the U.S.S.R. in 
earlier years. At present, Italy’s position vis-a-vis the 
U.S.S.R. is that of a small creditor. 


Source: 24 Ore, Milan, Italy, November 11, 1953. 


Interest Rates in Greece 


The Greek Government has announced that, effective 
January 1, 1954, interest rates on bank loans and ad- 
vances will be reduced from 12 per cent to 10 per cent 
per annum, and the commission collected by banks for 
supplementary services to borrowers will be lowered from 
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4 per cent to 2 per cent. Thus the effective yearly rate 
(which has been 16 per cent per annum since July 1948) 
will be 12 per cent. The rate charged on expired and 
non-repaid credits will be reduced from 16 per cent to 
13 per cent per annum. Interest rates paid by farmers, 
which have been fixed substantially below those charged 
on loans to business, will be reduced by 2-2.5 percentage 
points. Other preferential interest rates, for such specific 
purposes as advances to exporters or development loans 
to entrepreneurs (the latter financed by foreign aid 
counterpart funds), will remain unchanged. 


Sources: To Vima, Athens, Greece, November 5, 1953; 
Atlantis, New York, N. Y., November 7, 1953. 


German-Canadian Trade 


Exports from the Federal Republic of Germany to 
Canada in the first half of 1953 amounted to $14.1 mil- 
lion, which is 45 per cent higher than the corresponding 
figure for 1952. Preliminary figures for the third quarter 
indicate that exports have been running at a monthly rate 
of $2.5-3 million, the same as in the second quarter. 
The greatest increases have been in machines, chemicals, 
pharmaceutical products, textiles, and products of the fine 
mechanical and optical industry. 

In spite of the greater exports, Germany’s import 
surplus in trade with Canada in the first half of this year 
was $20 million. Last year, when imports were $95 mil- 
lion, Germany had an import surplus of $72 million. 
Western Germany’s imports from Canada are primarily 
grain, wood, woodpulp, and nonferrous metals. 


Source: Neue Ziircher Zeitung, Zirich, Switzerland, 
October 31, 1953. 


Austria and East-West Transit Trade 


The statistics of the Austrian State Railways show that 
transit trade from Eastern Europe through Austria 
amounted to 733,200 tons in 1952, against 960,800 tons 
in 1951 and 1,624,100 tons in 1950. No transit trade 
was recorded between the U.S.S.R. and Western Europe. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


October 29, 1953. 


Middle East 


Egypt's Balance of Payments 


Egypt had a balance of payments deficit of LE 55.4 
million in 1952, compared with a deficit of LE 19.8 mil- 
lion in 1951 and of LE 14 million in 1950. Export 
proceeds in 1952, at LE 145.6 million, were lower than 
in the previous year by more than LE 56 million, owing 
to the fall in cotton prices; the quantity of cotton ex- 


ported increased. Imports were LE 210.5 million, com- 
pared with LE 241.9 million in 1951. The reduction was 
due to the fact that during the year all goods were made 
subject to import licensing, and that at one time complete 


cover in Egyptian pounds was required for foreig 
credits. The unfavorable trade balance thus increase 
to about LE 65 million, compared with LE 40 million jy 
1951. The surplus on account of invisibles in 1952 wa 
LE 11.5 million, compared with LE 24.8 million in 195], 
The fall was due partially to a drastic cut in British Army 
expenditures in Egypt, from LE 14.7 million in 1951 t 
LE 5.8 million 1952. Suez Canal dues, which are th 
largest single item among invisible receipts, were LE 265 
million in 1952, practically the same as in 1951. The 
greater part of these receipts is spent abroad for pay. 
ment of dividends and for other expenditures incurred 
by the Suez Canal Company. The net capital outflow 
during 1952 was LE 2.0 million, compared with LE 4, 
million in 1951. 

The regional classification of the balance of payments 
shows that in 1952 there was an over-all deficit of LE 285 
million with Western Europe, compared with LE 358 
million in 1951. A deficit was incurred with all the main 
countries of the region except Spain: LE 8.5 million with 
the United Kingdom, LE 5.9 million with the French 
Monetary Area, LE 7.8 million with the Dutch Monetary 
Area, LE 3.3 million with the Italian Monetary Area, and 
LE 3.9 million with Western Germany. Transactions with 
Eastern Europe showed some recovery as a result of 
barter deals with the U.S.S.R. and Eastern Germany; the 
balance of payments deficit with the U.S.S.R. dropped to 
LE 0.5 million, from LE 6 million in 1951. The deficit 
with the Middle East fell to LE 10.2 million, from LE 16.6 
million in 1951, the reduction being due mainly to the 
cessation of oil imports from Iran and to the reduction in 
pilgrimage expenditures. There was an over-all deficit of 
LE 2.8 million with the dollar area, in contrast to a 
surplus of LE 7.8 million in 1951. India and Pakistan 
were the only two countries in the sterling area with 
which Egypt had a balance of payments surplus in 1952 
—LE 8.2 million and LE 1.5 million, respectively. 

The over-all deficit of LE 55.4 million was met by a 
reduction of LE 40.1 million in sterling balances and of 
LE 17.7 million in other exchange holdings (mainly 
dollars). The discrepancy was accounted for by a de- 
crease in private nonresident accounts and other liabilities 
of LE 1.9 million and by errors and omissions. Although 
the deficit with the dollar area was only LE 2.8 million, 
dollar holdings fell during the year by the equivalent of 
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LE 15.7 million, owing to the fact that dollars were ™# 


utilized in multilateral settlements, chiefly with the United 
Kingdom and Switzerland. 
deficit with the sterling area was LE4.6_ million, 
Egypt’s sterling balances were drawn upon to the extent 
of LE 40 million, also because of multilateral settlements 
in sterling with Western and Eastern Europe and with 
Middle Eastern countries. 


Similarly, although the # 


Source: Economic Bulletin of the National Bank of Egypt, ® 


Cairo, Egypt, Vol. VI, No. 2, 1953. 









israel Trade Deficit 

Israel’s foreign trade during the first six months of 
1953, calculated at the rate of I£1 to US$2.80, 
showed a gross deficit of 1£37,445,000, compared with 
[$56,089,000 for the same period last year. Imports 
during the first six months of 1953 amounted to 
1$50,284,000, and exports to 1£12,839,000. Of the im- 
ports, 1£8,871,000 required no allocation of foreign ex- 
change by the Government, so that the trade deficit pay- 
able in foreign exchange was 1£28,574,000. During the 
corresponding period in 1952, imports amounted to 
[$66,450,000 and exports to 1£10,361,000. 
Source: Israel Office of Information, /srael Digest, New 


York, N. Y., November 9, 1953. 




































































Import Licensing System in Lebanon 

An Order of the Lebanese Ministry of Economy has 
added several items to the list of import goods for which 
import licenses must first be obtained from that Ministry. 
These additional commodities include toys, wooden 
statuettes, and costume jewelry. The new regulation will 
FE not apply to commodities already received at Lebanese 
Customs or those en route and for which payment has 
already been effected. 


















































Source: Le Commerce du Levant, Beirut, Lebanon, Octo- 
ber 24, 1953. 

















liberalization of Trade in Silver in Lebanon 

A decision of the Lebanese Superior Customs Council, 
effective October 6, 1953, has authorized without any 
restriction the importation, exportation, and passage in 
transit of silver (coin as well as bars). 
































Source: Le Commerce du Levant, Beirut, Lebanon, Octo- 
ber 24, 1953. 
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indian Jute Stocks 


Stocks of jute goods held by Indian mills fell during 
October by 15,800 tons, to 102,000 tons, or less than six 
weeks’ production. (See also this News Survey, Vol. VI, 
p. 60.) This figure was the lowest for any month in the 
past year. The fall was due to some extent to the closure 
{ mills for religious holidays, but principally it reflected 
improved foreign demand, the demand for hessian from 
he United States and Argentina and for sacking from 
Burma and Australia having strengthened. 
















ource: The Financial Times, London, England, Novem- 
ber 10, 1953. 









tpanese Production and Price of Rice 

As a result of floods and wet weather throughout the 
owing season, rice yields in all parts of Japan are re- 
borted as below normal. Hokkaido and other northern 
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prefectures have been most seriously affected. According 
to the third official crop estimate, based on mid-October 
conditions and released November 6, the current harvest 
is estimated at 8,022,000 metric tons of brown rice, or 
1,901,000 tons less than the crop in the preceding year. 
In terms of rough rice, production in 1953 is estimated 
at just under 10 million metric tons, compared with 
12.3 million metric tons in 1952. The figures for milled 
rice are 7 million metric tons in 1953 and 8.6 million 
metric tons in 1952. 

The first official estimate, announced on September 1, 
had predicted an unfavorable outlook for rice production. 
At a Cabinet meeting on September 29, the Government’s 
purchase price paid to producers for the 1953 rice crop 
was raised to Y 8,200 (Y 7,500 last crop year) per koku 
(one koku equals about five bushels). This increase of 
Y 700 is a poor-harvest allowance to cover a decrease in 
farmers’ income. In addition, the “bounty for completion 
of quota rice deliveries” was fixed at Y 800 per koku 
(Y 100 in 1952), the bounty for deliveries in excess 
of quotas at Y 2,700 (Y 3,000 in 1952), and that for 
early deliveries at Y 400-1,300 (Y 300-1,000 in 1952) 
depending on the time of deliveries (Y 1,300 before 
October 5; Y 900 before October 20; Y 650 before 
November 10; and Y 400 before November 30). A 
revision of the consumer price is now under considera- 
tion, but no decision has yet been reached. The Gov- 
ernment intends to suspend the Special Rice Collection 
System (permitting free sales after completion of the 
quota rice deliveries) for one year. 


Sources: Asahi Shimbun, Tokyo, Japan, September 29, 
1953; Department of Agriculture, Foreign 


Crops and Markets, Washington, D. C., Novem- 
ber 16, 1953. 


Indonesian Export Inducements 

To promote the export of certain goods, such as rubber, 
rattan, hides, and handicrafts, the Indonesian Ministry 
of Economic Affairs announced on October 13 that, ef- 
fective immediately, the exporters of such goods will be 
given an inducement in the form of permission to import 
a number of so-called luxury goods, for which either very 
little or no foreign exchange has hitherto been made 
available. The import goods affected by the new ruling 
include groceries in the nonessential categories on the 
import list, such as biscuits, cakes, cocoa, jams, spices, 
etc. The value of imports permitted under such induce- 
ments is unofficially reported to be equivalent to between 
5 and 10 per cent of the f.o.b. value of the export goods 
entitled to these inducements. A similar system of export 
inducements was first introduced in February 1947 and 
remained in existence until February 1952, when the 
restrictive system in Indonesia was more or less com- 
pletely overhauled. However, after March 1950 the system 
gradually lost its significance in the over-all Indonesian 
trade picture, and after February 195] it affected only 
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the so-called weak exports, that is exports other than 
pepper, rubber, tea, coffee, and tobacco. 


Source: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N. Y., Octo- 
ber 23, 1953. 


Indonesian Advance Deposit on Imports 


The Indonesian Government has announced a reduc- 
tion, from 75 per cent to 50 per cent, in the mandatory 
advance deposit on the nominal value of imports of cer- 
tain essential goods, like cambrics, grey goods, cotton 
weaving yarns, textile and batik pigments, metal wares, 
technical articles, pharmaceuticals and chemicals, and 
certain goods essential for domestic industry. The system 
of import prepayments was first introduced on August 29, 
1952, when it was required that 40 per cent of the 
nominal import value be deposited; the percentage was 
later raised to 75, effective April 1, 1953 (see this News 
Survey, Vol. V. pp. 99 and 331). 


Source: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N. Y., Octo- 
ber 23, 1953. 


Philippine Credit Control 


The Monetary Board of the Central Bank of the Philip- 
pines has approved Circular No. 47 repealing the policy 
of selective credit control (Circular No. 19) imposed on 
November 17. 1949 as a supplementary measure to dis- 
courage the importation of luxury and nonessential com- 
modities. Under Circular No. 19, importers were required 
to deposit a cash margin of 80 per cent on all letters of 
credit for the import of these articles, instead of the 25 
per cent which had been required previously. Further- 
more. the banks were not allowed to release the docu- 
ments covering the imported goods except upon payment 
of the balance of 20 per cent. The banks were, in turn, 
required to maintain a 70 per cent ratio of net foreign 
exchange holdings. cash in bank vaults, excess reserves, 
eligible securities, and packing credit overdrafts to out- 
standing letters of credit. These restrictions have been 
effective in discouraging nonessential imports, since most 
importers found the 80 per cent cash requirement diff- 
cult to meet. 

The lifting of the selective control is reported to have 
been made in answer to representations from business 
quarters for a relaxation of credit restrictions to counter- 
act recessionary tendencies. These tendencies are attrib- 
uted to the tight money situation which is claimed to have 
resulted from the selective credit control policy of the 
Cenral Bank. The repeal of Circular No. 19 will release 
funds which would otherwise be held by banks as 
marginal deposits, and which can now be made available 
for investment in productive enterprises. An estimated 


$15-16 million, which would otherwise be held in the bank 


vaults for a certain period, can now be released for othe; 
purposes and contribute toward easing the stringent cash 
situation of which businessmen have been complaining 
for some time. 


Sources: Central Bank of the Philippines, Fourth Annual 
Report, 1952; Manila Daily Bulletin, Manila 
Philippines, October 20, 1953. 


United States and Canada 


Administration of U.S. Trade Agreement “Escape Clause" 


Although the “escape clause” inserted by the US, 
Congress in the Reciprocal Trade Agreements Act of 195] 
has attracted a good deal of attention, it has thus fa 
resulted in higher U.S. tariffs on only two customs items 
This clause requires the Tariff Commission to institute an 
investigation whenever U.S. producers complain that their 
interests are being injured or are seriously threatened by 
previous tariff concessions; it was designed to provide 
greater protection to domestic producers than had bee 
afforded by the standard escape clause embodied in the 
General Agreement on Tariffs and Trade and formall 
written into U.S. trade agreements. The new protection 
gave domestic producers additional encouragement t 
seek relief from foreign competitors; from June 1951 to 
October 1953 the Tariff Commission received 32 formal 
applications for investigations with a view to withdraw. 
ing or reducing concessions, compared with 23 filed in 
the longer period between April 1948, when the firs 
application was made, and June 1951. 

Of the 32 applications filed, one case was subsequently 


INTERNA’ 
pacientes 
withdraw 
of the ap 
the Com 
producer 
maining 
decision, 
increase 
figs, garl 
hand-blo: 
tion rejec 
in withd: 
hatters’ f 
glassware 
Commiss 
ministrati 


Sources: 


U.S. Fede 
If U.S. 


a budgeta 
fiscal yea 
twice the 
These est 
the Treas 
next year 
ing from 
and corp 
take accc 
$4 billion 
corporate 
Administr 


Bf postponed 


STAFF PAPERS 


Volume III, No. 2, October 1953 
CONTENTS 
The Adequacy of Monetary Reserves 
Economic Development and Financial Stability 
Felipe Pazos 
The Use of Special Exchange Rates for Transac- 
tions with Foreign Companies. W. John R. Woodley 
Short-Run Fluctuations in U.S. Imports of Raw 
Materials, 1928-39 and 1947-52 
G. Lovasy and H. K. Zassenhaus 
The Fund Agreement in the Courts—III . Joseph Gold 


Subscription: US$3.50 per volume. Three numbers 
constitute a volume. The numbers, however, are 
not issued at regular dates; MOREOVER, ALL OF 
THE THREE NUMBERS ARE NOT NECES- 
SARILY ISSUED WITHIN ONE CALENDAR 
YEAR. Single copies may be purchased at US$1.50. 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





Source: 7 
. 


U.S. Gross 


Total o 
at a seaso 


governmer 
Source: 7 


vi 








a 


withdrawn, and the Commission, so far, has acted on 23 
of the applications. Sixteen of the pleas were rejected by 
the Commission itself, mostly on the grounds that the 
producers failed to present a convincing case. The re- 
maining 7 applications were sent to the President for 
decision, with the Tariff Commission recommending some 
increase in the duties on hatters’ fur, watches and parts, 
figs, garlic, briar pipes, silk screen printed scarves, and 
hand-blown glassware. Of these 7 cases, the Administra- 
tion rejected 4 and specifically approved 2, which resulted 
in withdrawals of tariff concessions on dried figs and 
hatters’ fur. An application for relief by the hand-blown 











































Usp glassware industry, which has been approved by the 
1951 Commission, has not yet been acted upon by the Ad- 
is fq ministration. 
items Sources: The Journal of Commerce, New York, N. Y., 
ute a November 13 and 16, 1953. 






U.S. Federal Budget Outlook 


If U.S. Government spending continues at present rates, 
a budgetary deficit of $8-9 billion can be expected in the 
fiscal year beginning July 1954; this would be more than 
twice the expected deficit for the current fiscal year. 
These estimates, given in a speech by the Secretary of 
the Treasury, assume a slight decline in business activity 
next year, and take into account the revenue loss result- 
ing from scheduled declines in individual income taxes 
and corporate excess profits taxes. The estimates do not 













take account, however, of a further revenue loss of 
$4 billion that would result from reductions in excise and 







corporate income taxes under existing legislation; the 
Administration has recommended that these reductions be 











B postponed. 
BSource: The Wall Street Journal, New York, N. Y., No- 
vember 10, 1953. 










U.S. Gross National Product 


Total output of the United States in the third quarter, 
at a seasonally adjusted annual rate of $369 billion, was 
about one per cent below that of the previous quarter. 


















r The decline reflected a reduced rate of inventory accumu- 
haus ition; the flow of finished goods and services to final 
Gold buyers exceeded the second quarter rate. Personal con- 
sumption expenditures for services increased enough to 
re offset a small decline in spending for goods. Total private 
L OF ffinvestment expenditures were maintained at the second 
}CES- @quarter rate, with declines in residential, industrial, and 
YDAR Biarm construction offset by increases in commercial and 
ms public utility outlays. A small decrease in federal spend- 
ing was offset by increased outlays of state and local 
D governments. 
,D. C. BSource: The Wall Street Journal, New York, N. Y., No- 








vember 13, 1953. 
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Canadian Defense Outlays 


According to the Deputy Minister of Defense Produc- 
tion, Canada undertook in 1950 a three-year defense 
program with an estimated cost of $5 billion. (All figures 
are in Canadian dollars.) As a result of new commit- 
ments and technical changes, the defense build-up is now 
likely to take four or five years, and the cost will be 
considerably in excess of the original estimate. Since the 
period just prior to the outbreak of the Korean war, 
Canada has placed orders for defense equipment to the 
value of $4 billion, including about $500 million of 
orders placed in the United States. (U.S. orders in 
Canada have amounted to $400 million.) Deliveries to 
date have reached more than $2.8 billion. Orders are 
still being placed for aircraft, electronic equipment, and 
ships, and in these fields, as in the ammunition and 
weapons programs, there are substantial deliveries still to 
be made. Nevertheless, expenditure has reached its peak 
and is now leveling off. Except in a few specialized in- 
dustries, defense expenditure has not been a major factor 
in Canadian prosperity, and at no time during the past 
three years has defense production represented more 
than 6 per cent of the gross national product. Conse- 
quently, any reduction in defense expenditure is not likely 
to have a serious effect on the economy. Defense expendi- 
ture is currently at an annual rate of about $2 billion, 
and it is officially expected to remain at that level through 
1954. 

Sources: The Gazette, Montreal, Canada, November 13, 
1953; The Financial Post, Toronto, Canada, 
November 14, 1953. 


U.S.-Canadian Economic Committee 


The United States and Canada have set up a joint 
committee on trade and economic affairs. The United 
States will be represented on the committee by the Secre- 
taries of State, Treasury, Agriculture, and Commerce, 
and Canada by the Ministers of External Affairs, Finance, 
Trade, and Agriculture (or Fisheries). The committee will 
meet at least once a year to consider broad questions 
affecting economic relations between the two countries. 
Source: The Globe and Mail, Toronto, Canada, Novem- 

ber 13, 1953. 


Latin America 


Colombian Budget for 1954 


It has been officially stated that the Colombian budget 
for 1954 has been approved, with revenue and expendi- 
ture fixed at 960 million pesos each. An increase over 
the 1953 revenue of 767 million pesos is expected be- 
cause of tax increases included in the income tax law of 
last September (see this News Survey, Vol. VI, p. 100). 
In addition, receipts from customs duties are expected to 
be higher as a result of good coffee prices abroad. Reve- 
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nue from income taxes has been estimated at about 300 
million pesos and receipts from customs duties at 200 
million. 

The 1954 expenditures of the Ministry of Defense are 
estimated at 270 million pesos; Public Works at 200 
million; Agriculture at 18 million; and Foreign Affairs 
at 10 million. 


Source: Semana, Bogota, Colombia, November 9, 1953. 
Brazilian Bank Notes 


The Brazilian authorities have purchased machinery in 
England, which will permit the production of bank notes 
in Brazil from the beginning of next year, instead of 
purchasing them in England, as has hitherto been the 
practice. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Octo- 
ber 23, 1953. 


Other Countries 
Australian Trade Surplus 


Australia’s stronger trade position is indicated by fig- 
ures for the first four months of the financial year 
1953-54, when exports were £A 279.5 million and imports 
£A 208.6 million, yielding a favorable balance of £A 70.9 
million. During the corresponding period in 1952-53, 
exports were £A 242.7 million, imports £A 177.9 million, 
and the favorable balance £A 64.8 million. 

Exports in October this year were valued at £A 87.9 
million and imports at £A 50.6 million; the trade surplus 
of £A 37.3 million was the best for any month so far 
this year. Imports were 11.7 per cent greater and exports 
2 per cent greater than in October 1952. 


Source: The Financial Times, London, England, Novem- 
ber 12, 1953. 


Economic Position of Surinam 

Surinam’s net gold and foreign exchange holdings in- 
creased from Sur. f 15.9 million in 1951 to Sur. f 22.3 
million in 1952. This total includes gold holdings of the 
Surinam Bank, as well as exchange holdings of the For- 
eign Exchange Fund and private banks. 

The Government’s income in 1952 exceeded expendi- 
tures by a substantial amount. If, in addition, the Gov- 
ernment’s claim on the Foreign Exchange Fund is taken 
into account, the financial position may be considered as 
satisfactory, according to the Surinam Bank’s Annual 
Report for 1952. This report points to the expansion of 
imports, to Sur. f 56 million in 1952, which was almost 
25 per cent more than 1951 imports. Exports in the 
same period increased from Sur. f 40 million to Sur. f 46 
million. In view of the increasing imports of capital 
equipment, a further rise of exports and a decrease of 
certain imports is expected in the future. 

The U.S. share in Surinam’s imports rose from 38 per 


cent in 1951 to 50 per cent in 1952, whereas that of the 
Netherlands fell from 28.4 per cent to 23.4 per cent, 
A further rise in Surinam’s production and exports of 
bauxite meant that the United States strengthened its 
dominating position as a market for Surinam’s exports, 


Source: De Maasbode, Rotterdam, Netherlands, Novem. 
ber 6, 1953. Ww 


Tangier Sterling Rates 

The International Bank of Tangier reports the follow. 
ing rates for transferable account sterling (in dollars per 
pound sterling) : £ Spanish account, $2.70-2:72; £ French 
No. 1 account, $2.72-2.74; £ Dutch account, $2.72-2.74, 


Source: New York Herald Tribune, Paris, France, No. 
vember 7, 1953. 


Fund Executive Directors 


Mr. P. S. Narayan Prasad has been appointed Execu. 
tive Director of the Fund for India, to succeed Mr. W. R. 
Natu, and Mr. V. G. Pendharkar has been appointed 
Alternate Executive Director, to succeed Mr. B. R. 
Shenoy. Mr. Prasad was formerly Economic Adviser of 
the Reserve Bank of India, and Mr. Pendharkar was 
Director of the Balance of Payments Division of the Re. 
serve Bank. 

Mr. H. A. Fuller, formerly Financial Adviser to the 
London Manager of the Commonwealth Bank of Aus- 
tralia, has been appointed Alternate Executive Director 
of the Fund for Australia and the Union of South Africa. 

Mr. Alejandro Baca-Mujioz has been appointed tem- 
porary Alternate Executive Director of the Fund for 
Colombia, Costa Rica, Cuba, El Salvador, Guatemala, 
Honduras, Mexico, Nicaragua, and Venezuela, in succes- 
sion to Mr. Manuel F. Chavarria, who has resigned. Mr. 
Baca-Munoz was formerly head of the Economic Research 
Department of the Banco Nacional de Nicaragua; he 
joined the staff of the International Monetary Fund in 
1949, 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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